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NDear Sir or HMadam:

We have considered your application for recognition of
exemptiow from Federali income tax under Section 201 (c)(4) of
tihe Internal Reveanue Code of 1954.

The informatinn submitted discloses that vou were incorporated

unarzr the laws of the Stare of I o~ I

Your priwmary stated purpose is to proviaee for vaintenance,
preservation, and administrative control oF the opsn spacea
(common ares), and to promote the health, safetv and waelfare

of the resideunts wichirn the subdivision of .

Your Ariricles of Jncorporation provide that every person vho
is a leotr owner is a wmember of the Association. Your By-laws
and Declaration of Covenants provide that the comwmon zreas are
the propevties owned by the Association for the common use and
2njoyment of the owners. Lvery owner shall have a righ* and
easement of epjoyment in and to the Common Area which shall be
appurtenant to and chall pass with the title to everwv lot.

You state that s sign at the [ states: "This playground
is for rthe private uce of NG cc:42ats and
Cuests."You also state Lthat vour common areds gre ior tue uze
and enjovmeat of ihe Association member fawmili igs, their
eatended fawilies, rentevs and their favilies, and guescs.

Your income is {rom member dues and interwst. Expeunditures
are primarily {or 1insurance, maintenance coasts, and
recreational activities,

T addivion to naintenaucn activites, vou hold HEE picnio:
your members each year, aud spousor aand puablicizs an ann
cavave/vard sale for Jour menbers,; to which the public is
avited, {(wmeubere Leep the preoceeds ot theair gales.)
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3. Thne common areas o
enjovwrment of the 2

This ruling states thar a community, within the meaning of
Saction 501(e)(4) of the Code and the regulations, "...is
zgimply an aggregation ol homeowners bovna together in a
structured unit formed ac¢ an ivnterial part ol a plan for the
davelopment of a real estate subdivision and thz sale and
purchase of homes therein.”

Reveaue Ruling 74-99 states that Revenue Ruling 72-1C2 "...was
intended only to approve ownerchip and maintenance by a
homaownars' association of such areas as roadways and
narklands, sidewalks and street lights, access to, or the use
and enjoyment of which is exteunded co memb 2rs of the teneral
public, as distinguished irom controlled use or access
rectricted te the members of the nomeowners' associacion...'
Youy cowmuon areag are nant open [or the use and enjoyuent of
the general public., all your activicti ar2 conduczed for
the benufi“‘i mbers, not for a public purpose. Therefore
dn pnot gualify for encwrnption from Federal incouma tex us an
orgaanaLi on dsscribed 1o Section 301(c)(4) of the Caod=z.
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Based on the information submitted, exempt status wiill not Le
recognized under any related parvagraph of Code Section 5G1{c).
Until you have established an exewmpt status, you are ngt

relieved of the requirement for filing Federal income tax
returans.

Your attention iLs called to Section 523 of the Internal
Revenue Code which was addad by thae Tax Reform Act of 13756,
This Secltion provide- that, in covtain circuwmstances, &
non-exenpt nomeovner's agssaciation may elect unot e be tauad
oan ite "exeumpt Eux‘c’o incowe' vhich inecludes membersniy
duzs, Joss or ascessments fvrom ownars of real praoperty., Tha
alection is wade by filing Form 11204. Tf you datermin2 that
vour oryanizatvion gualifies under Fection 528, you may Eiad it
benaficial to make this election.




reaquest 2 confererce wicth 2 wmember ¢f onr Regioaal Tfifice of
Appeale. Your request f[or & conference should include a
written appeal piving thke facts, law, and any other
information to support youx position as explained in the
anclioged Publication £282. You will then be contscted to
conference. The conference may be held
i{ vou request, at any mutually

If wou do not accept our rfindinge, we Trecommend rthat you

arrange a date for a

st the Megional Office or

3
cosuvenient District offica. Tf ve do oot hear from you within
30 dayse of the date of thnis letter, this determination will
become final,
Sincerely yours,
Dicrrict Director
faclasura: Publication £9%2




